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SME financing is a global problem, in the process of our existing market and 
under the environment of the financial system and legal policy, SMEs have met 
difficulty in getting financing through equity financing, debt financing, venture capital, 
private lending of these four loans of direct financing, as well as non-formal financial 
institutions. This paper attempts to build the SME’s financing system, specialized in 
bank financing channels. It’s difficult for SME in China to get bank financing. The 
main reason is the SME’s imperfect corporate structure. The unperfect financial 
system, unmatched legal policy environment and other many factors also have led to 
its financing problems. This article focuses on the financing problems of SMEs in 
China which caused by the internal factors of SMEs and banks’ managing structure, 
and the external factors of legal policy environment. How to improve the 
bank-enterprise corporate governing mechanism and fund the legal policy 
environment is the solution for SME financing problems. Concerning to both Bank 
and SME’s corporate governance issues is the innovation of this paper. In addition to 
the introduction and conclusion, this paper is divided into three chapters: 
The first chapter is an overview of the financing situation of SMEs in China. 
This chapter describes the legal definition of SMEs and the form of business 
organization in the current market economic conditions, and it points out that the 
current situation of the development of SMEs in China. Then it expands the 
description from the two dimensions of direct and indirect financing, come to the 
conclusion that SMEs in China must build the bank financing system as the main 
financing channels. 
The second chapter analyses the cause of SME’s bank financing difficulties. This 
chapter discusses three aspects of the policy environment of small and medium-sized 
enterprises, financial system and our laws. It points out that the SMEs have defects in 
















institutions’ inadequate external organizations, as well as lacking of financing legal 
policy environment led to the SME bank financing problems. 
The third chapter is to build and improve the legal system of bank financing for 
SMEs in China. This chapter suggests the solutions from a legal point of view. In 
order to solve the problem of bank financing for SMEs, we have to improve the 
corporate structure governing and the legal system for financial structure to make 
SME’s financing goal out. Such as making a law to ensure the establishment of 
SMEs’ management system of contemporary enterprise. Accelerate the construction 
of the credit guarantee system. External organizational forms through the reform of 
the banking financial institutions and banks to built up a financing system for SMEs. 
Finally, it recommends the legal system to improve its financing based on the overall 
environment of the SME’s bank financing. 
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